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In addition to these explicit legislative and regulatory changes, contin ued pressure on the acute care sector to reduce lengths o f hospital stay progressively increased the acuity level o f individuals entering nursing homes and receiving home health services (Shaughnessy and Kramer 1990 ).
Our purpose in this article is to examine the impact o f the ill-fated MCCA on nursing homes. In interpreting the results o f our empirical analyses, we consider that the MCCA did not occur in a policy vacuum and may have instigated changes in the nursing-home industry that continued despite its repeal. Medicare's SN F benefit applies only when the resident receives daily skilled nursing or rehabilitative care following discharge from a hospital stay o f three or more days. Under the MCCA the benefit still covered only skilled and rehabilitative care, but it altered copayments, the cov erage period, and the restriction o f a prior hospital stay. The legislation also reduced the deductible, copayment, and coverage period for hospi tal stays. During the MCCA year (1989) beneficiaries could enter SNFs directly from home, and nursing-home residents could switch to Medi care without first undergoing a hospital stay. MCCA reforms to the SN F benefit increased Medicare's share of the nation's nursing-home bill and may have delayed patients' spending down to Medicaid, which, nevertheless, remained the payer of last re sort. The MCCA included reforms that both restricted and expanded Medicaid eligibility. In response to the allegation that people were hid ing assets to become Medicaid eligible, the MCCA changed the "look- aThe MCCA eliminated the spell of illness, which was defined as beginning with a hospital admission and ending on the 61st day following discharge from the hospital or from a consecutive stay in a SNF.
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A b brev iation :
SSI, Supplemental Security Income; SNF, skilled nursing facility.
back period" from 24 to 30 months (effective 7/1/88), which translated into assets that were transferred within 30 months o f applying for Med icaid being counted as resources in determining eligibility. To address critics' charges that community-dwelling spouses o f nursing-home resi dents were forced into poverty in order for their mates to qualify for Medicaid, eligibility criteria became less restrictive under the MCCA "spousal impoverishment" provisions (effective 9/30/89), thereby in creasing the income and asset allowances that community-dwelling spouses of nursing-home residents could retain while preserving Med icaid eligibility. These provisions survived the MCCA repeal.
W e will examine the impact of the MCCA on nursing homes, using m ultiple data sources that provide rich information about nursinghome residents before, during, and after the one-year period that the MCCA was in effect. W e investigate the mix o f residents admitted to nursing homes, their length of stay, discharge disposition, the intensity of services provided during SNF stays, and the rate of hospitalization and changes in payer source among nursing-home residents.
D a ta and M ethods
We use two data sources for these analyses: (1) the National Health Corporation (N H C ) computerized resident assessment and follow-up data on all residents in 48 nursing homes in six states; and (2) the Continuous Medicare History Sample, which contains longitudinal Part A and B claims data for a 5 percent random sample o f all Medicare beneficiaries.
N H C D a ta
National Health Corporation, a for-profit organization that owned or managed 82 nursing homes in nine southeastern states as of 1986 (48 homes were continuously owned in the study period), has maintained computerized resident assessment data since 1974 and has made these data available for research purposes (Intrator et al. 1996; Kiel et al. 1994; Mor, Intrator, and Laliberte 1993) . The data are derived from assessments conducted at admission, at an interval o f one to three months postadmission, and on a periodic basis during residency (ranging from monthly to quarterly, depending on level o f care). Reassessments are 
New Admission Cohort Followed through Discharge from 1986 to 1991.
It is possible to follow a single resident over successive adm issions to N H C facilities, including any resident w ho is hospitalized or enjoys a brief home stay and later returns eith er to the sam e nursing hom e or to another N H C facility. T h is file contains lon gitu d in al assessm ent d ata for all residents who were first ad m itted betw een Jan u a ry 1, 1 9 8 6 , and October 1, 1 9 9 0 , to any o f the 4 2 facilities in M issouri, K en tu ck y, South Carolina, and Tennessee th at were continuously ow ned and operated by N H C . To identify new adm issions for this analytic file, we selected cases that m et the follow ing criteria:
1. T h e first know n record was classified as an adm ission record.
2 . T h e resid en t's p rio r location was n ot a nu rsin g hom e.
3. T h e cu m u lative len g th o f stay at th e tim e o f adm ission was zero. a , W e analyze the pattern o f Medicare nursing-home use in the nursinghome episode file according to "periods" defined in relation to the MCCA year. (The 4 ,6 5 4 episodes, representing only 5 to 6 percent of all episodes, that began before the MCCA period but extended into it were dropped from these analyses because they tended to be very long, highly hetero geneous, and unique.) W e define episodes according to three periods: 1 2 3 1. beginning and ending prior to the MCCA year (pre-MCCA) 2. beginning and ending during the MCCA year or extending be yond the MCCA year (M CCA-plus) 3. beginning after MCCA (post-M CCA) but before 1992
. T h e resid en t's id
Specification o f Hypotheses
The observation period for the content of episodes continues through 1992. We used a simple chi-square test to determine whether the pro portion of Medicare beneficiaries with a particular quality of interest (e.g., discharge disposition) differed across the periods. W hen the out come variable was continuous, e.g., cost or percentage of users o f a given type of service, we used analysis o f variance to compare the means across the three periods.
We ran semi-Markov transition models on the NHC new admission cohort to test the effect of the MCCA year on the rates o f change in payment source to Medicare, controlling for the competing risk of death or transition to another payment source. We ran a separate model for each possible transition, including payer source changes, death, and censoring. The numbers of discharges to hospital or to home were treated as time-varying covariates because many o f these residents returned to the nursing home and could have payer source transitions. The risk set included all residents who were in the current "state." To estimate the rate of change from the current state "Medicaid" to the event "M edi care," we identified as the risk set all residents with Medicaid at any point during their nursing-home stay (i.e., in the current state). The risk of converting to Medicare was one of the possible transitions from Medicaid that could take place (including transitions to self-pay, other payers, death, and censoring). Residents with Medicaid whose payer source changed to Medicare were considered to have an "event," and all others were censored. Details of the semi-Markov model and the effect of the MCCA on spenddown to Medicaid appear elsewhere (Intrator et al. 1996) .
Results
Changes in the Case M ix of Admissions to Nursing Homes
During the period 1 9 8 3 -8 9 , approximately 8 6 percent o f N H C admis sions were transferred from a hospital, 9 percent came from home, and 4 percent arrived from another nursing home (table 3) . There was a significant increase in admissions from home and a significant decrease in admissions from hospital. The odds ratio associated with the MCCA year (1989) indicates that, in addition to this linear trend, significantly more admissions were from home (OR = 1.14) and significantly fewer 
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Changes in Hospital Use during Nursing-Home Episodes
Over all periods, 25 percent of nursing-home episodes with an SNF component included an intervening acute-care hospitalization. Table 4 shows the distribution o f hospital stays by nursing-home episode length of stay for each analytic period. It also presents the average and median number of inpatient days per episode and total consumer price index 
Clinical Content o f Nursing-Home Episodes
We describe the clinical content o f nursing-home episodes based upon Medicare claims for services provided to nursing-hom e residents. during pre-MCCA episodes to $ 1 4 9 during the MCCA-plus era, stabi lizing at $142 in the post-MCCA period. Average ancillary Part A charges also increased steadily over the study period, with charges of $93 per SNF day in the pre-MCCA period increasing to $125 in the post-MCCA period. Examining the combined Part A and B charges by category of service, we see steady increases from the MCCA period to the post-MCCA period for therapy, drugs, laboratory, "sicker," and psychi atric services. The charge data are skewed in the "sicker" service category, as there were no charges for most residents during the study period.
In the lower half of table 5 we present the proportion of episodes with an SNF component that include a Part A or Part B claim for the same classes of ancillary services. Across analytic periods, the drug category had the highest proportion of episodes with claims. W e observe a gen eral increase in episodes with claims across almost all classes o f services between the pre-MCCA period through the MCCA period into the post-MCCA period. The proportion o f episodes with charges for inten sive services combined into the "sicker" category increased during the MCCA period and decreased in the post-MCCA period (31, 38, and 33 percent, respectively), suggesting not a trend, but rather a specific MCCA effect. Table 6 shows length-of-stay distributions for SN F episodes from the nursing-home episode file. Among SN F-only episodes, we observe a significant increase in the median length o f stay associated with epi sodes beginning in the M CCA period. Furthermore, as observed in the N H C data, there was a significant decline in the proportion of SN F stays lasting less than 21 days. There was also a significant increase in lengths o f stay o f between 22 and 150 days for episodes beginning in the MCCA period.
Changes in Length o f Stay
Changes in Discharge Disposition
As shown in table 7, there were significant trends in the discharge charges to a hospital decreased from 47 percent to 39 percent; and discharges due to death increased from 21 percent to 2 4 percent. The odds ratios for the MCCA year indicate an additional statistically sig nificant decrease in the probability of discharge to a hospital (OR = .81), an increase in the probability of death (OR = 1.08), and a 21 percent increase in the odds of a discharge to home (OR = 1.21). Table 7 also shows the distribution of reasons for ending a nursinghome episode as determined from the Medicare claims data. The MCCAplus period has a significantly higher rate o f discharge due to death 
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Changes in Payer Source
W e examined this issue in both the N H C longitudinal data and the nursing-home episode file, albeit in slightly different ways. In the latter case, for each analytic period we examined the proportion of blended SN F and non-SNF nursing-home episodes in which beneficiaries' cov erage changed from non-SNF (as evidenced by Part B claims) to SNF (Part A claim) at least once (data not shown). In the pre-M CCA period, 28 .7 percent o f all blended episodes changed from Part B to Part A (in all cases with an interm ittent hospitalization), increasing to 4 0 .9 per cent during the MCCA period before dropping again to 33.^ percent. Each o f these paired comparisons was highly statistically significant (p < .001).
W e also examined the rate o f payer source change from self-pay to Medicare and from Medicaid to Medicare among all new admissions to N H C facilities between 1986 and 1990. The number o f interm ittent hospitalizations and the number o f discharges to home were used as time-varying covariates in the model because readmissions to the facil ity also may be associated with payer source transitions. Using semiMarkov, continuous tim e and state transition models, we tested for the effect o f being a resident in an N H C facility during 1989 on the rate of payer source transition, while controlling for payer source at admission, functional status at admission, selected diagnoses, demographics, and the state in which the nursing home was located. The rates are based (Aaronson, Zinn, and Rosko 1 9 9 4 ; Liu and Kenney 1993) . W e also confirmed that more residents were adm itted to nursing homes directly from home in 1 9 8 9 , particularly those covered by M edi- Increasing acuity level o f nursing-home residents is another trend that followed on the heels o f hospital cost-containm ent initiatives o f the m id -1980s (K ahn et al. 1990) . W e found strong increases during the M CCA period in the use o f services like therapies, drugs, and radiology as well as a composite indicator o f more intensive ("sick er') services. This phenomenon m ight be a billing artifact: the "unbundling" o f ser vices. Although we do see corresponding increases in the charges for these ancillary services, these changes continue beyond 1 9 8 9 , suggest ing that they are part of a trend and not a specific result o f the MCCA.
This finding is consistent with anecdotal evidence that the mix o f ser vices provided to nursing-home residents has become much more com plex over the last decade. It also is consistent with the more recent emergence o f special care units, which are increasingly common in U.S. Although the increase in nursing-home mortality is consistent with the trend toward a reduction in hospital deaths (Sager et al. 1989 ) and the diversification of nursing-home services, including the development o f special care units for the terminally ill (Zinn and Mor 1994 ), MCCA's relaxed SN F eligibility criteria may have attracted a new class of pa tients: those with a terminal prognosis who were admitted from home.
Both the Medicare claims data and the more detailed N H C data confirm that, during the MCCA year, nursing homes were more likely to allow patients to remain in nursing homes to die, and the more detailed NHC data revealed that, during 1989, a greater proportion o f patients with feeding tubes were being admitted. The M CCA appeared to have an independent effect, which contributed to the trend favoring the nursing home over the hospital as a site of death.
The MCCA also produced unequivocal effects in several areas. (Davis 1991) . One could speculate that the higher proportion of Medi care residents (with greater reimbursements) during the MCCA may have led to a general increase in quality o f care. The MCCA also enabled the nursing-home industry to play new roles in the provision of care for the terminally ill and for the severely medically compromised-roles in which the lines between acute and long-term care became blurred. These new roles are now being more fully developed in the managed care marketplace, which has the potential to bring about the integration of acute-and long-term-care sectors o f the health care industry . The benefits for Medicare beneficiaries are more difficult to measure. During its brief term, the MCCA increased access to nursing-home care for many and allowed even more beneficiaries who were already in nurs ing homes to shift expenses from Medicaid or self-pay to Medicare. These gains were short lived. Moreover, we cannot determine whether more days o f SN F care improved quality o f life for Medicare beneficia tgs A c t ries. Future analyses should be able to make use of recently available population-based data derived from the computerization o f the R esi dent Assessment Instrum ent M inim um Data Set (M D S), which con tains detailed information about residents. As longitudinal information from this powerful data set becomes available, much more elaborate, case-mix-adjusted analyses will be possible.
The MCCA was another example o f the ad hoc way in which we make health care policy. An improvement over the process o f incorporating piecemeal legislative provisions into budget reconciliation bills to meet specific budget targets, the primary goal of this legislation was chang ing health policy. Budget considerations appeared to be secondary. How ever, good intentions do not necessarily lead to good policy, and good policy does not always equal good politics. Medicare beneficiaries were left with short-lived reductions in out-of-pocket expenses for nursinghome care and a nursing-home industry that was poised to provide skilled care to a greater segment o f the market. W e also observed how ad hoc policy making in this complex area can produce unintended consequences, as illustrated by the fact that hospitalization rates for nursing-home residents over the life of the MCCA did not decline de spite the revised SN F eligibility criteria.
There are several lessons for lawmakers. The long-term-care sector is clearly assuming an increasingly important role in serving Medicare beneficiaries, whose chronic and acute care needs are becoming more intertwined. W e need a coherent policy that recognizes this paradigm o f integrated care and that provides incentives for quality care in the most appropriate setting. Although such policies are being developed in the private sector by managed care companies, it is not clear that patients' best interests will be served. As the nations single largest payer for health care, the federal government should have such a policy. I f law makers remain silent, the de facto policy in this area will be established by the private sector.
